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IRS e-file......A Quick,
Easy,

For details, see
page 3 or go to
WWW.ir'S.gov.

Smart way to get your taxes where you want them to be—

Done!

New—Free Internet Filing Options!
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@ Tax Rates Reduced Again!
Most of the tax rates have been
reduced. Also, all taxpayers are now
digible for the 10% rate. See page 10.

More Taxable Interest Allowed!
See page 10.

New Tuition and Fees Deduction!

You may be able to deduct up to
$3,000 of the tuition and fees you
paid in 2002. See page 10.

New Deduction For Educators!

You may be able to deduct up to $250
of expenses. See page 10.

New Retirement Savings
Contributions Credit!

You may be able to take a credit of up
to $1,000 for qualified retirement
savings contributions. See page 10.

Earned Income Credit
Simplified!

Nontaxable earned income and
modified adjusted gross income are
no longer used to figure the credit.
See page 10.

The Internal Revenue Service @  Wbrking to put service first

Cat. No. 12063Z




Major Categories of Federal Income and Outlays for Fiscal Year 2001

Income

Social security, Medicare,
and unemployment and other
retirement taxes

Personal income
taxes
50%

35%

Excise, customs, estate,
gift, and miscellaneous
taxes
8%

Corporate
income taxes
7%

Income and Outlays. These pie charts show the relative sizes of the major categories of Federal income and outlays for fiscal year 2001.

Outlays
Law enforcement and Surplus to pay down Socia security,
general government the debt Medicare, and other
2% retirement *

6%
J 36%

Socia
programs *
18%

Physical, human, National defense,
and community Net interest on veterans, and 2fore|gn
development * the debt affai ors
10% 10% 18%

On or before the first Monday in February of each year, the President
is required to submit to the Congress a budget proposal for the fiscal
year that begins the following October. The budget sets forth the
President’ s proposed receipts, spending, and the surplus or deficit for
the Federal Government. The plan includes recommendations for new
legislation as well as recommendations to change, eliminate, and add
programs. After receiving the President’s proposal, the Congress
reviewsit and makes changes. It first passes a budget resolution setting
its own targets for receipts, outlays, and surplus or deficit. Next,
individual spending and revenue bills that are consistent with the goals
of the budget resolution are enacted.

In fiscal year 2001 (which began on October 1, 2000, and ended

on September 30, 2001), Federa income was $2.0 trillion and outlays
were $1.9 trillion, leaving a surplus of $0.1 trillion.

Footnotes for Certain Federal Outlays

1. Social security, Medicare, and other retirement: These pro-
grams provide income support for the retired and disabled and medical
care for the elderly.

2. National defense, veterans, and foreign affairs: About 15% of
outlays were to equip, modernize, and pay our armed forces and to
fund other national defense activities; about 2% were for veterans
benefits and services; and about 1% were for international activities,
including military and economic assistance to foreign countries and
the maintenance of U.S. embassies abroad.

3. Physical, human, and community development: These outlays
were for agriculture; natural resources; environment; transportation;
aid for elementary and secondary education and direct assistance to
college students; job training; deposit insurance, commerce and hous-
ing credit, and community development; and space, energy, and general
science programs.

4. Social programs: About 12% of total outlays were for Medicaid,
food stamps, temporary assistance for needy families, supplemental
security income, and related programs; and 6% for health research
and public health programs, unemployment compensation, assisted
housing, and social services.

Note. The percentages on this page exclude undistributed offsetting receipts, which were $55 hillion in fiscal year 2001. In the budget, these receipts are offset
against spending in figuring the outlay totals shown above. These receipts are for the U.S. Government’s share of its employee retirement programs, rents and

royalties on the Outer Continental Shelf, and proceeds from the sale of assets.

The IRS Mission

Provide America' s taxpayers top quality service by helping them understand and meet their tax
responsibilities and by applying the tax law with integrity and fairness to all.



e~ file

New—Free Internet Filing Optiond

Use the IRS Web Site, www.irs.gov, to access commercial tax preparation software and
e-file services available at no cost to eligible taxpayers.

| RS efile has:

Accuracy! Your chance of getting an error notice from the IRS is significantly
reduced.

Security! Your privacy and security are assured.

Electronic Signatures! Create your own persona identification number (PIN) and
file a completely paperless return through your tax preparation software or tax
professional. There is nothing to mail!

Proof of Acceptance! You receive an electronic acknowledgement within 48 hours
that the IRS has accepted your return for processing.

Fast Refunds! You get your refund in half the time, even faster and safer with Direct
Deposit—in as few as 10 days.

Electronic Payment Options! Convenient, safe, and secure electronic payment
options are available. e-file and e-pay your taxes in a single step. You can e-pay by
authorizing an electronic funds withdrawal or by credit card. If you e-file before
April 15, 2003, you may schedule an electronic funds withdrawal from your checking
or savings account as late as April 15, 2003.

Federal/State e-file! Prepare and file your Federal and state returns together and
double the ben€fits you get from IRS e-file

Get all the details on pages 4 and 5 or check out the IRS Web Site at www.irs.gov.

So Easy, No Wonder 47 Million People Use It.




® New—Free Internet Filing Options
® Accurate
® Secure
® Paperless

So easy, no wonder 47 million people use it! You can file
electronically, sign electronically, and get your refund or even pay
electronically. IRS e-file offers accurate, safe, and fast alternatives
to filing on paper. IRS computers quickly and automatically check
for errors or other missing information. This year, 99% of al forms
and schedules can be e-filed. Even returns with a foreign address
can be e-filed! The chance of an audit of an e-filed tax return is no
greater than with a paper filed return. Forty-seven million taxpayers
just like you filed their tax returns electronically using an IRS e-file
option because of the many benefits:

® New—Free Internet Filing Options!

® Accuracy!
Security!
Electronic Signatures!
Proof of Acceptance!
Fast Refunds!
Electronic Payment Options!

Federal/State e-filel

Here’s How You Can Participate in
IRS e-file

Use an Authorized IRS e-file Provider. Many
AUTHORIZED tax professionals can electronicaly file
paperless returns for their clients. As a
PROVIDER taxpayer, you have two options.

1. You can prepare your return, take it to an authorized IRS
e-file provider, ask to sign it electronically using a five-digit
self-selected persona identification number (PIN), and have the
provider transmit it electronically to the IRS, or

2. You can have a tax professional prepare your return, sign it
electronically using a five-digit self-selected PIN, and have the
preparer transmit it for you electronically.

You will be asked to complete Form 8879 to authorize the
provider to enter your self-selected PIN on your return.

Depending on the provider and the specific services requested, a
fee may be charged. To find an authorized IRS e-file provider near
you, go to www.irs.gov or look for an “Authorized IRS e-file
Provider” sign.

Use Your Personal Computer. A computer with a modem or
Internet access is all you need to file your income tax return using
IRS e-file. Best of all, when you use your personal computer, you
can e-file your tax return from the comfort of your home any time
of the day or night. Sign your return electronicaly using a
five-digit self-selected PIN to complete the process. There is no
signature form to submit or Forms W-2 to send in. IRS e-fileis
totally paperless! Within 48 hours of filing, you will receive
confirmation that the IRS accepted your return for processing.

New—Free Internet Filing Options! More taxpayers can now
prepare and e-file their individual income tax returns for free using
commercial tax preparation software—accessible through
www.irs.gov or www.firstgov.gov. The IRS is partnering with the
tax software industry to offer free preparation and filing services to

a significant number of taxpayers. Security and privacy certificate
programs will assure your tax data is safe and secure. To see if you
qualify for these free services, visit the Free Internet Filing
Homepage at www.irs.gov.

If you cannot use the free services, you can buy tax preparation
software at various €electronics stores or computer and office supply
stores. You can also download software from the Internet or
prepare and file your return completely on-line by using a tax
preparation software package available on our Partner’s Page at
WWW.ir S.gov.

Through Employers and Financial Institutions. Some businesses
offer free e-file to their employees, members, or customers. Others
offer it for afee. Ask your employer or financia institution if they
offer IRS e-file as an employee, member, or customer benefit.

Free Help With Your Return. Free help in preparing your return
is available nationwide from IRS-trained volunteers. The Volunteer
Income Tax Assistance (VITA) program is designed to help
low-income taxpayers and the Tax Counseling for the Elderly
(TCE) program is designed to assist taxpayers age 60 or older with
their tax returns. Some locations offer free electronic filing and all
volunteers will let you know about the credits and deductions you
may be entitled to claim. For details, call us. See page 8 for the
number. If you received a Federal income tax package in the mail,
take it with you when you go for help. Also take a copy of your
2001 tax return (if available), al your Forms W-2 and 1099 for
2002, any other information about your 2002 income and expenses,
and the socia security number (or individual taxpayer identification
number) for your spouse, your dependents, and yourself. Or to find
the nearest AARP Tax-Aide site, visit AARP' s Web Site at
www.aar p.or g/taxaide or call 1-888-227-7669.

elé

Use a Telephone. For millions of eligible
taxpayers, TeleFile is the easiest way to file.
' Fu TeleFile alows you to file your simple Federal
G income tax return using a touch-tone telephone.
v Only taxpayers who met the qualifications for
Form 1040EZ in the prior year are €ligible to receive the TeleFile
Tax Package for the current year. A TeleFile Tax Package is
automatically mailed to you if you are eligible. TeleFile is
completely paperless—there are no forms to mail in. Just follow
the instructions and complete the TeleFile Tax Record in the
package, pick up a telephone, and call the toll-free number any
time day or night. In seven states, you can file your Federal and
state income tax returns together using TeleFile. Check your state
instruction booklet for more information. TeleFile is filed directly
with the IRS, usualy in 10 minutes, and it's absolutely FREE.
Parents: If your children receive a TeleFile Tax Package, please
encourage them to use TeleFile.

More About IRS e-file Benefits

All tax returns prepared electronically should be filed
electronically. It's just a matter of clicking Send instead of Print!
Remember! You get automatic confirmation within 48 hours that
the IRS has accepted your e-filed income tax return for processing.

BIIHESII>DEPOSIT Fast Refunds! Choose Direct
Simple. Safe. Secure. Deposit—a fast, simple, safe, secure

way to have your Federal income tax refund deposited
automatically into your checking or savings account. To choose
Direct Deposit, the tax preparation software will prompt you to
indicate on the refund portion of the electronic return the financia
institution’s routing number, account number, and type of
account—either checking or savings. However, if your check is
payable through a financial institution different from the one at
which you have your checking account, do not use the routing
number on the check. Instead, contact your financial institution for
the correct routing number. Taxpayers who file electronically
receive their refunds in less than half the time paper filers do and
with Direct Deposit—in as few as 10 days!



Electronic Signatures! Paperless filing is easier than you think and
it's available to most taxpayers who file electronically—including
those first-time filers who were 16 or older at the end of 2002. It's
available to individuals who prepare their own returns using tax
preparation software or those who use a tax professional.
Regardless of the e-filing method you choose, you may be able to
participate in the Self-Select PIN program. If you are married filing
jointly, you and your spouse will each need to create a PIN and
enter these PINs as your electronic signatures.

If using tax preparation software, the process includes
completing your income tax return on your personal computer and
when prompted, signing electronically. You will enter a five-digit
PIN that will serve as your electronic signature. The five digits are
any combination of five numbers you choose with one exception—
you cannot use five zeros (00000). To verify your identity, the
software will prompt you to enter your adjusted gross income
(AGI) from your originally filed 2001 income tax return, if
applicable. Do not use your AGI from an amended return (Form
1040X), math error notice from the IRS, etc. AGI is the amount
shown on your 2001 Form 1040, line 33; Form 1040A, line 19;
Form 1040EZ, line 4; and on the TeleFile Tax Record, line |. If
you don't have your 2001 income tax return, call the IRS at
1-800-829-1040 to get a free transcript of your account. Y ou will
also be prompted to enter your date of birth (DOB). Make sure
your DOB is accurate and matches the information on record with
the Social Security Administration before you e- file. To do this,
check your annual Social Security Statement.

If you use a self-select PIN, there's nothing to sign and nothing
to mail—not even your Forms W-2. If you use a tax professional,
ask to sign your return electronically! For more details on the
Self-Select PIN program, visit the IRS Web Site at www.irs.gov.

Forms 8453 and 8453-OL. Your return is not complete without
your signature. If you are not eligible or choose not to sign your
return electronically, you must complete, sign, and file Form 8453
or Form 8453-0OL, whichever applies.

You cannot participate in the Self-Select PIN program if you
are a first-time filer under 16 at the end of 2002, or you are filing
Form 3115, 5713, 8283 (if a third-party signature is required),
8332, or 8609. These forms must be attached to Form 8453 or
Form 8453-OL.

Electronic Payment Options!

These payment options are convenient, safe, and secure methods
for paying individual income taxes. There’'s no check to write,
money order to buy, or voucher to mail! There are three paperless
payment methods to choose from.

1. Electronic Funds Withdrawal. You can e-file and e-pay in a
single step by authorizing an electronic funds withdrawal from your
checking or savings account. This option is available using tax
professionals, tax preparation software, and TeleFile. If you select
this payment option, you will be prompted to enter your financial
ingtitution’s routing number, your account number, and the account
type (checking or savings). You can schedule the payment for
withdrawal on a future date up to and including the tax return due
date (April 15, 2003). Check with your financial institution to make
sure that an electronic funds withdrawal is alowed and to get the
correct routing and account humbers.

2. Credit Card. You can aso e-file and e-pay your taxes in a
single step by authorizing a credit card payment. This option is
available through some tax preparation software and tax
professionals. If you e-file and e-pay your taxes using your

personal computer, your tax preparation software will prompt you
to enter your credit card information. Two other ways to pay by
credit card are by telephone or Internet. For more information or to
make a payment, you may contact the following service providers.

Official Payments Corporation
1-800-2PAY-TAX* (1-800-272-9829)
1-877-754-4413 (Customer Service)
www.officialpayments.com

Link2Gov Corporation
1-888-PAY-1040> (1-888-729-1040)
1-888-658-5465 (Customer Service)
www.PAY 1040.com

Both service providers will accept all major credit cards:
American Express® Card, Discover® Card, MasterCard® card, or
Visa® card. You may use your credit card to pay: (a) tax due on
Forms 1040, 1040A, 1040EZ; (b) estimated tax payments (Form
1040-ES); (c) tax you estimate as due on Form 4868;

(d) installment agreement payments (for tax years 1999 and later);
and (€) any balance due shown on an individual income tax return
notice.

A

CAUTION

Service providers charge a convenience fee for credit
card payments.

™

3. BectoncFodoalToxPomentSysam Electronic Federal Tax Payment
System (EFTPS) offers another way to pay your Federal taxes.
Best of al, it's free and available to business and individual
taxpayers. In fact, it's recommended for estimated tax payments
(Form 1040-ES) and installment agreement payments. For details
on how to enroll, visit www.eftps.gov or call EFTPS Customer
Service at 1-800-555-4477 or 1-800-945-8400.

Additional information about electronic payment options is
available on our Partners Page at www.irs.gov.

Federal/State e-file!

File Federal and state tax returns together using e-file and double
the benefits of e-file! The tax preparation software automatically
transfers relevant data from the Federal income tax return to the
state income tax return as the information is entered. Currently, 37
states and the District of Columbia participate in the Federal/State
e-file program. To see a complete list of states, check the IRS Web
Site at www.irs.gov.

Need More Time To File?

You can get an automatic 4-month extension of time to file your
return if, by April 15, 2003, you do one of the following.

® File Form 4868 by telephone any time from February 13
through April 15, 2003. Simply call toll-free 1-888-796-1074. Y ou
will need to provide your adjusted gross income from your 2001
return if you plan to make a payment using electronic funds
withdrawal. You will be given a confirmation number at the end of
the call for your records.

o efile Form 4868 through your tax professional or by using tax
preparation software.

This extension gives you through August 15, 2003, to e-file your
return.



IRS Customer Service Standards

At the IRS our goal is to continu-
aly improve the quality of our serv-
ices. To achieve that goal, we have
devel oped customer service
standards in the following areas:

® Easier filing and payment options
® Access to information
® Accuracy

® Prompt refunds

® |nitial contact resolution
® Canceling penalties

® Resolving problems

® Simpler forms

If you would like information about the IRS
standards and a report of our accomplishments, see
Pub. 2183.

Help With Unresolved Tax Issues

Office of the Taxpayer Advocate

Contacting Your Taxpayer Advocate

If you have attempted to deal with an IRS
problem unsuccessfully, you should contact your
Taxpayer Advocate.

The Taxpayer Advocate independently represents
your interests and concerns within the IRS by
protecting your rights and resolving problems that
have not been fixed through normal channels.

While Taxpayer Advocates cannot change the tax
law or make a technical tax decision, they can
clear up problems that resulted from previous
contacts and ensure that your case is given a
complete and impartial review.

Handling Your Tax Problems

Your assigned personal advocate will listen to your
point of view and will work with you to address your
concerns. You can expect the advocate to provide
you with:

® A “fresh look” at your new or on-going problem
® Timely acknowledgment

® The name and phone number of the individual
assigned to your case

Updates on progress
Timeframes for action
Speedy resolution
Courteous service

Information You Should
Be Prepared To Provide

® Your name, address, and social security number
(or employer identification number)

® Your telephone number and hours you can be
reached

® The type of tax return and year(s) involved
® A detailed description of your problem

® Your previous attempts to solve the problem
and the office you contacted, and

® Description of the hardship you are facing (if
applicable)

How To Contact Your Taxpayer Advocate

® Call the Taxpayer Advocate’s toll-free number:
1-877-777-4778

® Call, write, or fax the Taxpayer Advocate office
in your area (see Pub. 1546 for addresses and
phone numbers)

® TTY/TDD help is available by calling
1-800-829-4059




Quick and Easy Access to Tax Help and Forms

Note. If you live outside the United States, see Pub. 54 to find out how to get help and forms.

Personal Computer

You can access the IRS Web Site 24
hours a day, 7 days a week, at
WWW.irs.gov to:

® Access commercia tax preparation and e-file
services available for FREE to eligible taxpayers

Check the status of your 2002 refund
Download forms, instructions, and publications
Order IRS products on-line

See answers to frequently asked tax questions
Search publications on-line by topic or keyword

Figure your withholding allowances using our W-4
calculator

Send us comments or request help by e-mail

® Sign up to receive local and national tax news
by e-mail

You can also reach us using File Transfer Protocol
at ftp.irs.gov

Fax

You can get over 100 of the most

requested forms and instructions 24

hours a day, 7 days a week, by fax. Just

call 703-368-9694 from the telephone
connected to the fax machine. For help with transmission
problems, call 703-487-4608.

Long-distance charges may apply.

Mail

Send your order for forms, instructions,
and publications to the IRS Distribution
Center nearest you. You should receive
your order within 10 days after we
receive your reguest.

Western Western Area Rancho Cordova, CA
United States: Distribution Center 95743-0001
Central Central Area PO. Box 8903
United States: Distribution Center  Bloomington, 1L
61702-8903
Eastern Eastern Area PO. Box 85074
United States Distribution Center  Richmond, VA
or aforeign 23261-5074
country:

Phone

You can order forms and publications
and receive automated information
24 hours a day, 7 days a week, by
phone.

Forms and Publications

Call 1-800-TAX-FORM (1-800-829-3676) to order current
year forms, instructions, and publications, and prior year
forms and instructions. You should receive your order within
10 days.

TeleTax Topics

Call 1-800-829-4477 to listen to pre-recorded messages
covering about 150 tax topics. See page 9 for alist of the
topics.

Refund Information

You can check the status of your 2002 refund. See page 8 for
details.

Walk-In

You can pick up some of the most
requested forms, instructions, and
publications at many IRS offices, post
offices, and libraries. Some grocery
stores, copy centers, city and county government offices,
credit unions, and office supply stores have a collection of
reproducible tax forms available to photocopy or print from
a CD-ROM.

CD-ROM

Order Pub. 1796, Federal Tax Products
on CD-ROM, and get:

(8

® Current year forms, instructions, and publications
® Prior year forms, instructions, and publications

® Frequently requested tax forms that may be filled in
electronically, printed out for submission, and saved for
recordkeeping

® The Interna Revenue Bulletin

Buy the CD-ROM on the Internet at www.irs.gov/cdorders
from the National Technical Information Service (NTIS) for
$22 (no handling fee) or call 1-877-CDFORMS
(1-877-233-6767) toll free to buy the CD-ROM for $22 (plus
a $5 handling fee).

You can also get help in other ways—See page 24 for
information.



Refund Information

You can check on the status of your 2002 refund if it has been at
least 4 weeks from the date you filed your return (3 weeks if you
filed electronically). Sometimes the information is not available for
up to 6 weeks.

Be sure to have a copy of your 2002 tax return available
because you will need to know the first social security number
shown on your return and the exact whole-dollar amount of your
refund. Do not send in a copy of your return unless asked to do so.
You will also need to know your filing status. Then, do one of the
following.

® Go to www.irs.gov, click on Where's My Refund then on Go
Get My Refund Status.

® Cal 1-800-829-4477 for automated refund information and
follow the recorded instructions.

® Call 1-800-829-1954 during the hours shown under Calling the
IRS.
Refunds are sent out weekly on Fridays. If you call to
check the status of your refund and are not given the
date it will be issued, please wait until the next week
before calling back.

Calling the IRS

If you cannot answer your question by using one of the methods
listed on page 7, please call us for assistance at 1-800-829-1040.
You will not be charged for the call unless your phone company
charges you for local calls. Our normal hours of operation are
Monday through Friday from 7:00 am. to 10:00 p.m. local time.
Beginning January 25, 2003, through April 12, 2003, assistance
will also be available on Saturday from 10:00 am. to 3:00 p.m.
local time. Assistance provided to callers from Alaska and Hawaii
will be based on the hours of operation in the Pacific time zone.

O

Before You Call

IRS representatives care about the quality of the service we provide
to you, our customer. You can help us provide accurate, complete
answers to your questions by having the following information
available.

® The tax form, schedule, or notice to which your question
relates.

® The facts about your particular situation. The answer to the
same question often varies from one taxpayer to another because of
differences in their age, income, whether they can be claimed as a
dependent, etc.

® The name of any IRS publication or other source of
information that you used to look for the answer.

To maintain your account security, you may be asked for the
following information, which you should aso have available: (a)
your socia security number, date of birth, or personal identification
number (PIN) if you have one and (b) the amount of refund shown
on your tax return, your filing status, the “Caller ID Number”
shown at the top of any notice you received, the numbers in your
street address, or your ZIP code. If you are asking for an
installment agreement to pay your tax, you will be asked for the

If you want to check the status of your 2002 refund
see Refund Information above.

highest amount you can pay each month and the date on which you
can pay it.

Evaluation of Services Provided. The IRS uses several methods
to evaluate the quality of this telephone service. One method is for
a second IRS representative to sometimes listen in on or record
telephone calls. Another is to ask some callers to complete a short
survey at the end of the call.

Making the Call

Call 1-800-829-1040 (for TTY/TDD help, call 1-800-829-4059).
We have redesigned our menus to allow callers with pulse or rotary
dia telephones to speak their responses when requested to do so.
First, you will be provided a series of options that will request
touch-tone responses. If a touch-tone response is not received, you
will then hear a series of options and be asked to speak your
selections. After your touch-tone or spoken response is received,
the system will direct your call to the appropriate assistance. You
can do the following within the system: (a) order tax forms and
publications, (b) find out what you owe, (c) determine if we have
adjusted your account or received payments you made, (d) request
a transcript of your account, (€) find out where to send your tax
return or payment, and (f) request more time to pay or set up a
monthly installment agreement.

Before You Hang Up

If you do not fully understand the answer you receive, or you feel
our representative may not fully understand your question, our
representative needs to know this. He or she will be happy to take
additional time to be sure your question is answered fully.

By law, you are responsible for paying your share of Federal
income tax. If we should make an error in answering your
question, you are still responsible for the payment of the correct
tax. Should this occur, however, you will not be charged any
penalty.

What Is TeleTax?

How Do You Use TeleTax?

Recorded Tax Information

A complete list of topics is on the next page. Recorded tax
information is available 24 hours a day, 7 days a week. Select the
number of the topic you want to hear. Then, call 1-800-829-4477.
Have paper and pencil handy to take notes.

Topics by Personal Computer

TeleTax topics are aso available using a personal computer and
modem (go to WwWw.irs.gov).



TeleTax Topics
All topics are available in Spanish.

Topic

No.

101

102

103

104

105

151
152

153

154

155

156

157

158
159

201
202

203

204
205

251
252
253
254

255

Subject

IRS Help Available
IRS services—
Volunteer tax
assistance, toll-free
telephone, walk-in
assistance, and outreach
programs

Tax assistance for
individuals with
disahilities and the
hearing impaired
Intro. to Federal taxes
for small businesses/
self-employed
Taxpayer Advocate
program—Help for
problem situations
Public libraries—Tax
information and
reproducible tax forms

IRS Procedures

Your appeal rights
Refunds—How long
they should take

What to do if you
haven't filed your tax
return

2002 Form W-2 and
Form 1099-R—What to
do if not received
Forms and publications—
How to order

Copy of your tax
return—How to get one
Change of address—
How to notify IRS
Ensuring proper

credit of payments
Prior year(s) Form
W-2— How to get a
copy of

Collection
The collection process
What to do if you can't
pay your tax
Failure to pay child
support and Federal
nontax and state income
tax obligations
Offers in compromise
Innocent spouse relief
(and separation of
liability and equitable
relief)
Alternative Filing
Methods
Electronic signatures
Electronic filing
Substitute tax forms
How to choose a paid
tax preparer
TeleFile

Topic

No.

301

302

303

304

305
306

307
308
309
310

311

312

313

351
352

353

354
355
356
357

401
402
403
404
405

406
407
408
409
410
411

412

413

414

415

Subject

General Information

When, where, and how
to file

Highlights of tax
changes

Checklist of common
errors when preparing
your tax return
Extensions of time to
file your tax return
Recordkeeping
Penalty for
underpayment of
estimated tax

Backup withholding
Amended returns
Roth IRA contributions
Coverdell education
savings accounts
Power of attorney
information
Disclosure
authorizations
Qualified tuition
programs (QTPs)

Filing Requirements,

Filing Status, and
Exemptions
Who must file?

Which form—21040,
1040A, or 1040EZ?

What is your filing
status?
Dependents
Estimated tax
Decedents

Tax information for
parents of kidnapped
children

Types of Income
Wages and salaries
Tips

Interest received
Dividends

Refunds of state and
local taxes

Alimony received
Business income

Sole proprietorship
Capital gains and losses
Pensions and annuities
Pensions—The genera

rule and the simplified
method

Lump-sum distributions
Rollovers from
retirement plans

Rental income and
expenses

Renting vacation
property and renting to
relatives

Topic
No.

416

417
418

419

420
421

422
423
424
425

426
427
428
429

430

431

Subject

Farming and fishing
income
Earnings for clergy

Unemployment
compensation
Gambling income and
expenses

Bartering income
Scholarship and
fellowship grants
Nontaxable income
Social security and
equivalent railroad
retirement benefits
401(k) plans

Passive activities—
Losses and credits
Other income

Stock options

Roth IRA distributions
Traders in securities
(information for Form
1040 filers)

Exchange of
policyholder interest
for stock

Sale of assets held for
more than 5 years

Adjustments to

451

452
453
454
455
456

457

458

It

501
502

503
504
505
506
507

508
509
510
511

512

513
514

515

Income
Individual retirement
arrangements (IRAS)
Alimony paid
Bad debt deduction
Tax shelters
Moving expenses
Student loan interest
deduction

Tuition and fees
deduction

Educator expense
deductions

emized Deductions

Should | itemize?
Medical and dental
expenses

Deductible taxes
Home mortgage points
Interest expense
Contributions

Casualty and theft
losses

Miscellaneous expenses
Business use of home
Business use of car
Business travel
expenses

Business entertainment
expenses

Educational expenses
Employee business
expenses

Casualty, disaster, and
theft losses

Topic

No.

551

552

553

554
555

556

557

558

601

602

603

605
606
607
608

610

651
652

653

Subject

Tax Computation
Standard deduction

Tax and credits figured
by the IRS

Tax on achild's
investment income
Self-employment tax
Ten-year tax option for
lump-sum distributions
Alternative minimum
tax

Tax on early
distributions from
traditional and Roth
IRASs

Tax on early
distributions from
retirement plans

Tax Credits
Earned income credit
(EIC)

Child and dependent
care credit

Credit for the elderly or
the disabled

Advance earned income
credit

Education credits

Child tax credits
Adoption credit

Excess socia security
and RRTA tax withheld

Retirement savings
contributions credit

IRS Notices
Notices—What to do
Notice of underreported
income—CP 2000
IRS notices and hills,
penalties, and interest
charges

Basis of Assets,

Depreciation, and Sale

701
703
704
705

751

752

753

754

755

of Assets
Sale of your home
Basis of assets
Depreciation
Installment sales

Employer Tax
Information

Socia security and
Medicare withholding
rates

Form W-2—Where,
when, and how to file
Form W-4—Employee's
Withholding Allowance
Certificate

Form W-5—Advance
earned income credit
Employer identification
number (EIN)—How to
apply

Topic
No. Subject
756 Employment taxes for
household employees
Form 941—Deposit
requirements

Form 941—Employer's
Quarterly Federal Tax
Return

Form 940 and 940-EZ—
Deposit requirements
Form 940 and

Form 940-EZ—
Employer’s Annual
Federal Unemployment
Tax Returns
Tips—Withholding and
reporting

Independent contractor
vs. employee

757

758

759

760

761

762

Magnetic Media
Filers—1099 Series and
Related Information
Returns

801 Who must file
magnetically
Applications, forms, and
information

Waivers and extensions
Test files and combined
Federal and state filing
Electronic filing of
information returns

802

803
804

805

Tax Information for
Aliens and U.S. Citizens
Living Abroad

851 Resident and
nonresident aliens
Dual-status aien
Foreign earned income
exclusion—General
Foreign earned income
exclusion—Who
qualifies?

Foreign earned income
exclusion—What
qualifies?

Foreign tax credit
Individual Taxpayer
Identification
Number—Form W-7

858 Alien tax clearance

852
853

854

855

856
857

Tax Information for
Puerto Rico Residents
(in Spanish only)

901 Who must filea U.S.
income tax return in

Puerto Rico
Deductions and credits
for Puerto Rico filers
Federal employment
taxes in Puerto Rico
Tax assistance for
Puerto Rico residents

902

903

904

Topic numbers are
effective January 1,
2003.




Before You Fill In Form 1040EZ

For details on the changes for 2002 and 2003, see
Pub. 553.

O

What's New for 20027?

Free Internet Filing Options. Visit the Free Internet Filing
Homepage at www.irs.gov to access commercial tax preparation
software and e-file services available at no cost to eligible
taxpayers.

Tax Rates Reduced. Most of the tax rates have decreased by ¥2%
and a new 10% tax rate applies to all filers. The new rates are
reflected in the Tax Table that begins on page 25.

More Taxable Interest Allowed! You can now report up to
$1,500 of taxable interest income on Form 1040EZ.

Educator Expenses—New. If you were an educator, you may be
able to deduct up to $250 of expenses you paid. But you must use
Form 1040A or 1040 to do so. For details, use TeleTax topic 458
(see page 8).

Tuition and Fees Deduction—New. You may be able to deduct
up to $3,000 of the qualified tuition and fees you paid for yourself,
your spouse, or your dependents. But you must use Form 1040A or
1040 to do so. For details, use TeleTax topic 457 (see page 8) or
see Pub. 970. However, you cannot take this deduction if you can
be claimed as a dependent on your parent’s (or someone else’'s)
2002 return.

Retirement Savings Contributions Credit—New. You may be
able to take a credit of up to $1,000 for qualified retirement
savings contributions if your adjusted gross income is not more
than $25,000 ($50,000 if married filing jointly). But you must use
Form 8880 and Form 1040A or 1040 to do so. For details, use
TeleTax topic 610 (see page 8) or see Pub. 590.

Health Insurance Credit for Eligible Recipients—New. You may
be able to take this credit if you were an €ligible trade adjustment
assistance (TAA), aternative TAA, or Pension Benefit Guaranty
Corporation pension recipient. But you must use Form 8885 and
Form 1040 to do so. By February 18, 2003, Form 8887 showing
that you were an eligible recipient should be sent to you.

Student Loan Interest Deduction. The 60-month limit on interest
payments no longer applies and the modified adjusted gross income
(AGI) limit has increased. You must use Form 1040A or 1040 to
take this deduction. For details, use TeleTax topic 456 (see page 8)
or see Pub. 970. However, you cannot take the deduction if you
are claimed as a dependent on your parent’s (or someone else’s)
2002 return.

Qualified State Tuition Program Earnings. If you received a
distribution, you may be able to exclude part or al of the earnings
from income. But you must use Form 1040 to do so.

Mailing Your Return. You may be mailing your return to a
different address this year because the IRS has changed the filing
location for several areas. If you received an envelope with your
tax package, please use it. Otherwise, see Where Do You File? on
the back cover.

EIC Earned Income Credit You may be able to
Expanded and Simplified! teke this credit if you
earned less than
$11,060 ($12,060 if married filing jointly). Also, nontaxable earned
income and modified AGI are no longer used. Instead, taxable
earned income and AGI are used to determine if you can take the
credit and the amount of the credit. New rules apply to determine
who is a qualifying child. See the instructions for line 8 that begin

on page 17. Also, new rules apply if a child meets the conditions
to be a qualifying child of more than one person. For details, use
TeleTax topic 601 (see page 8) or see Pub. 596.

Other Information

Parent of a Kidnapped Child. The parent of a child who is
presumed by law enforcement authorities to have been kidnapped
by someone who is not a family member may be able to take the
child into account in determining his or her eligibility for the head
of household or qualifying widow(er) filing status, deduction for
dependents, child tax credit, and the earned income credit (EIC).
For details, use TeleTax topic 357 (see page 8) or see Pub. 501
(Pub. 596 for the EIC).

Do Both the Name and Social Security
Number (SSN) on Your Tax Forms Agree
With Your Social Security Card?

If not, your exemption(s) and any earned income credit may be
disalowed, your refund may be delayed, and you may not receive
credit for your social security earnings. If your Form W-2, Form
1099, or other tax document shows an incorrect name or SSN,
notify your employer or the form-issuing agent as soon as possible
to make sure your earnings are credited to your social security
record. If the name or SSN on your social security card is
incorrect, call the Socia Security Administration at
1-800-772-1213.

Death of a Taxpayer

If ataxpayer died before filing a return for 2002, the taxpayer’s
spouse or personal representative may have to file and sign a return
for that taxpayer. A personal representative can be an executor,
administrator, or anyone who is in charge of the deceased
taxpayer’s property. If the deceased taxpayer did not have to file a
return but had tax withheld, a return must be filed to get a refund.
The person who files the return must enter “DECEASED,” the
deceased taxpayer’s name, and the date of death across the top of
the return. If this information is not provided, the processing of
your return may be delayed.

If your spouse died in 2002 and you did not remarry in 2002, or
if your spouse died in 2003 before filing a return for 2002, you can
file ajoint return. A joint return should show your spouse’s 2002
income before death and your income for al of 2002. Enter “Filing
as surviving spouse” in the area where you sign the return. If
someone else is the personal representative, he or she must also
sign.

The surviving spouse or persona representative should promptly
notify all payers of income, including financial institutions, of the
taxpayer’s death. This will ensure the proper reporting of income
earned by the taxpayer’s estate or heirs. A deceased taxpayer’s
social security number should not be used for tax years after the
year of death, except for estate tax return purposes.

Claiming a Refund for a Deceased Taxpayer. If you are filing a
joint return as a surviving spouse, you only need to file the tax
return to claim the refund. If you are a court-appointed
representative, file the return and attach a copy of the certificate
that shows your appointment. All other filers requesting the
deceased taxpayer’s refund must file the return and attach

Form 1310.

For more details, use TeleTax topic 356 (see page 8) or see
Pub. 559.

-10 -



When Should You File?

Not later than April 15, 2003. If you file after this date, you may
have to pay interest and penalties. See below.

O

What if You Cannot File on Time?

You can get an automatic 4-month extension if, by April 15, 2003,
you either:

® File Form 4868 or

® File for an extension by phone, using tax software, or through
atax professional. If you expect to owe tax with your return, you
can even pay part or al of it by electronic funds withdrawal or
credit card (American Expressd Card, Discoverd Card,
MasterCard] card, or Visall card). See Form 4868 for details.

However, even if you get an extension, the tax you owe is still
due April 15, 2003. If you make a payment with your extension
request, see the instructions for line 9 on page 21.

What if You File or Pay Late?

The IRS can charge you interest and penalties on the amount you
owe.

If you file late, the penalty is usually 5% of the amount due for
each month or part of a month your return is late, unless you have
a reasonable explanation. If you do, attach it to your return. The
penalty can be as much as 25% (more in some cases) of the tax
due. We will charge you interest on the penalty from the due date
of the return (including extensions). If your return is more than 60
days late, the minimum penalty will be $100 or the amount of any
tax you owe, whichever is smaller.

If you pay your taxes late, the penalty is usually ¥2 of 1% of the
unpaid amount for each month or part of a month the tax is not
paid. The penalty can be as much as 25% of the unpaid amount. It
applies to any unpaid tax on the return.

If you served in, or in support of, the Armed Forces in
a designated combat zone or qualified hazardous duty
area (for example, you were in the Afghanistan,
Bosnia, Kosovo, or Persian Gulf area), see Pub. 3.

Are There Other Penalties?

Yes. Other penalties can be imposed for negligence, substantial
understatement of tax, and fraud. We will charge you interest on
these pendlties from the due date of the return (including
extensions). Crimina penalties may be imposed for willful failure
to file, tax evasion, or making a false statement. See Pub. 17 for
details.

In addition to any other penalties, the law imposes a penalty of
$500 for filing a frivolous return. A frivolous return is one that
does not contain information needed to figure the correct tax or
shows a substantially incorrect tax, because you take a frivolous
position or desire to delay or interfere with the tax laws. This
includes altering or striking out the preprinted language above the
space where you sign.

Where Do You File?

See the back cover.

Private Delivery Services. You can use certain private delivery
services designated by the IRS to meet the “timely mailing as
timely filing/paying” rule for tax returns and payments. The most
recent list of designated private delivery services was published by
the IRS in September 2002. The list includes only the following:

® Airborne Express (Airborne): Overnight Air Express Service,
Next Afternoon Service, and Second Day Service.

® DHL Worldwide Express (DHL): DHL “Same Day” Service
and DHL USA Overnight.

® Federal Express (FedEx): FedEx Priority Overnight, FedEx
Standard Overnight, FedEx 2Day, FedEx International Priority, and
FedEx International First.

® United Parcel Service (UPS): UPS Next Day Air, UPS Next
Day Air Saver, UPS 2nd Day Air, UPS 2nd Day Air A.M., UPS
Worldwide Express Plus, and UPS Worldwide Express.

The private delivery service can tell you how to get written
proof of the mailing date.

Filing Requirements—These rules apply to all U.S. citizens, re